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SUMMARY

The Reply reviews established Commission precedent

which support the pole rent calculations set forth in the

Complaint.

• Duke's cost of capital must reflect its
overall cost for equity and debt, not just
its higher return on common equity.

• Duke's effort to use "gross" calculations
is inconsistent with specific Commission
instruction and would allow Duke to earn
a return illegally on substantial pole
plant erected at the cost of the cable
industry.

• Duke's efforts to retroactively increase
pole rents cannot evade the FCC's power to
grant refunds.

• Duke's request to be compensated for
extraordinary costs of Hurricane Hugo are
unsubstantiated and inconsistent with its
statements to shareholders. If Duke is
believed, the costs can only be accounted
for in a net adjustment of 3 cents per pole.

• Duke has presented no basis for adjusting
correct and settled tax and ADIT calculations.
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REPLY

Complainants Cencom Cable Income Partners, II, L.P.;

Cencom Cable Entertainment, Inc. and Cencom Cable Television,

Inc., ("Complainants") hereby reply to the "Answer" filed by Duke

Power Company.

DISCUSSION

A. Duke's Cost of Capital Must Reflect the
Overall Weighted Cost of Capital, Not Its
Return On Equity

1. Duke has admitted that its overall weighted cost

of capital is 10.66% in South Carolina, rather than the 13.0%

return on equity. This reflects the lower cost of debt (and

other capital instruments) than of common equity. Duke's

substantial debt borrowings are a matter of record. According to
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its 1989 Annual Report to Shareholders, as filed with the SEC,

its total capitalization is 51% cornman equity, 40% long term

debt, and 9% preferred and preference stocks. Exhibit C, pp 26,

31, 38.

2. Duke offers no defense to its efforts to charge

more than its actual cost of capital, except that its practice

began in response to a 1979 and a 1982 complaint, prior to the

authoritative FCC rulings cited in the Complaint. In Booth

American, Duke refused to comply with a legitimate information

request to identify its overall cost of capital (Complaint in PA

82-0068 at p. 9, App. B, D), then alleged in Response that SC PSC

had established a "rate" of 13.00% (Response in PA 82-0068 at p.

8, Att. A, p. 2). It then followed the Teleprompter calculation

without ever identifying the "rate" as the rate of return on

equity. In Teleprompter, Duke had again refused to comply with

an information request (Complaint in PA 79-0049 at p. 3), and

alleged only a "cost of capital" component without ever

distinguishing its overall return from its equity return

(Response, p. 11, Att. A).

3. Despite Duke's suggestion to the contrary, nothing

in the orders in those cases or in the pleadings put this matter

in issue. In 1981, the Bureau's practice was expressly not to

recalculate carrying charges unless there was a facial

inconsistency with the FCC's rules. Eastern Shore Cable
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Television, Inc. v. Delmarva Power & Light Co. of Maryland, PA

81-0011, 49 R.R.2d 1069 at 1 10 (1981). In later years, the

Bureau explained that on this very issue whether to use equity

or overall return -- the proper figure was overall, but the

Bureau would not itself challenge the use of equity if the

parties did not. Trenton Cable TV v. Missouri Public Service

Co., PA-81-0037, Mimeo 2109 at , 6 (Jan. 25, 1985). In fact, the

Bureau ruled generically that its older rulings accepting

carrying charges without contest were not precedential. King

Video Co. v. Idaho Power Co., PA-82-0004, Mimeo 2719 at , 9 (Mar.

12, 1982).

4. Annual carrying costs for a pole are not

determined against a fictitious 100% equity financed utility.

They must be based on the real cost of capital, as has been

settled by Commission law. Trenton Cable TV, Inc. v. Missouri

Public Service Co., 50 R.R.2d 1395, 1398 n.7 (1982), recon.

denied, Mimeo 2109 (Jan. 25, 1985). The use of equity return

overstates the required revenue per pole significantly. If

Duke's net cost per bare pole is $153.46, the use of an equity

return raises the pole attachment rate by more than 25 cents per

pole -- a substantial overcharge when one considers that there

are over 11,000 poles involved in this case and nearly 46,000 in

the related case filed January 15, 1991.
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B. Duke's Carrying Costs Must Reflect
"Net" Calculations to Recognize FCC Case
Law and Makeready Payments by Cable

5. As noted in the Complaint, under Commission rule

and precedent, calculations are preferred when they reflect pole

investment net of depreciation. Riverside Cable TV. Inc. v.

Arkansas Power & Light Co., PA-85-0001, Mimeo 4813 at ~ 4 (June

30, 1985); 47 C.F.R. S 1.1404(g) (3), (g) (9); Amendment of Rules,

2 F.C.C.Rcd. 4387, 4406, n.21 (1987).

6. One reason the preference is important is because

of utility accounting for "ma keready " payments by cable

operators. As the FCC has recognized repeatedly, cable

television operators reimburse utilities for the costs of

rearranging pole plant or replacing poles with taller poles to

accommodate cable attachments. Second Report & Order in CC

Docket No. 78-144, 72 F.C.C.2d 59, 62-63 (1979), Memorandum

Opinion & Order in CC Docket 78-144, 77 F.C.C.2d 187, 191 (1980),

Amendment of Rules, CC Docket 86-212, 2 F.C.C.Rcd. 4387, 4394

(1987).

7. Depreciation in utility accounting is used for

capital recovery. Accounting for Public Utilities, S 6.03

(Mathew-Bender, 1990). As Duke admits, it adds the makeready

payments to its distribution depreciation reserve. Duke admits

that about ~% of its additions to distribution depreciation in

1988 and 1989 reflected makeready. Duke, however, has been less
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10. Duke, of course, has not volunteered the total

amount of makeready cumulated in its pole depreciation reserve.

"Where one of the parties has failed to provide information ...

or where costs, values, or amounts are disputed, the Commission

may estimate such costs, values or amounts it considers

reasonable, or may decide adversely to a party who has failed to

supply requested information which is readily available to it, or

both." 47 C.F.R. S 1.1409(a). TeleCable has submitted an

appropriate estimate in PA-90-003, which we endorse. Makeready

is a significant payment which must be accounted for.

11. Duke states that it does not earn a return on this

makeready because it has adjusted its equity return for

application to gross. However, as demonstrated in Part A, Duke

has not properly accounted for its cost of capital in the first

place, so its adjustment does not avoid the problem of

overearning on makeready payments. Plainly, Duke has not

comported with the letter or spirit of the FCC rules.

12. Only net calculations properly account for

makeready. As far back as the First Report & Order the

Commission explained that netting out depreciation reserve from

investment was standard practice before regulatory bodies; and

that it would expect an explanation if a utility did not maintain

accounts in that fashion for the PSC. 68 F.C.C.2d 1585, 1593-94.

The FCC rejected Edison Electric Institute'sll claim to the

11 Edison Electric Institute is the national trade association
of investor owned electric utilities like Duke Power.
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than forthcoming as to the total impact makeready has on pole

depreciation.

8. In the first place, makeready payments are

properly compared to pole depreciation, not total distribution

plant, of which poles comprises only 18.371% (Complaint, Exhibit

A, Sch. 1). Thus, ~% of distribution depreciation expense is 3%

of pole depreciation expense. Second, additions to depreciation

reserve, which is the figure Duke advances, cumulate over time.

The additions to depreciation reserve in 1988 and 1989 reflect

only two years out of a thirty year cumulation in depreciation

reserve. As the Commission has recognized, makeready payments

are very large during initial plant construction. Second Report

& Order, 72 F.C.C.2d at 62-63. Complainants' principal plant was

built long before 1988 and 1989. One cannot get a true picture

of makeready reflected in depreciation reserve without looking at

the cumulative payments over time, as they are added to the

depreciation reserve.

9. Cencom has built over 978 miles of plant since

1975 -- and Cencom is only one of scores of cable operators in

Duke's service area. As TeleCable has demonstrated in PA-90-003,

cable rnakeready was booked to depreciation reserve long before

1988. 1988 and 1989 additions to reserve give no reflection of

the significant makeready payments by cable operators, which can

only be recognized through pole calculations which net out pole

depreciation reserve.
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contrary, and formulated a list of elements -- including pole

depreciation reserve -- which it deemed "useful in determining

the costs incurred by a utility to install pole plant." Ibid.

47 C.F.R. S 1.1404{g){3) (requiring use of pole depreciation

reserve as part of maximum pole attachment rate). Duke does

submit its rate base to the SCPSC net of depreciation: that is

why its authorized return is for application to net, and Duke

must convert it for application to gross. Duke is departing from

standard accounting merely to increase its pole attachment rate

beyond the lawful maximum.

13. Duke claims that there is no case in which the

Commission has rejected gross figures. This is not true. The

Commission has often rejected a utility's "gross" calculations in

preference to a cable operator's "net" calculation which follows

FCC rules. See,~, Riverside Cable TV, Inc. v. Arkansas Power

& Light Co., PA-85-0001, Mimeo 4813 at ~ 4 (June 30, 1985). The

cases Duke relies on to endorse "gross" calculations are from

cases arising in 1979 and 1982 -- which, as has been explained

above, are not precedential.

14. Duke's suggestion that depreciation be ignored

because it is inexact is preposterous. As Accounting For Public

Utilities puts it, quoting the FCC's explanation of depreciation

accounting:
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Recognition of the inability of individuals
to achieve absolute precision in arriving
at various accounting measures however, should
not diminish the striving for such measures.

S 6.12 at 6-50. Nor is there any basis, as suggested by Duke, to

use "gross" calculations in an effort to "minimize the use of

estimated components." Contrary to Duke's claim (Answer, p. 14,

n. 14), Duke already reports the depreciation reserve

attributable to distribution plant.

C, Exhibit A to Complaint).

(FERC, p. 219, line 24, col.

C. The Commission Has Ample Jurisdiction to
Remedy the Rate Overcharge and Still Permit
Prospective Incorporation of More Current
Data

15. Duke contends that the Commission has no

jurisdiction to resolve this rate complaint, because Duke's

contract provides that it may retroactively adjust the $4.87 rate

now in effect to account for data which is not yet available.

Duke goes so far as to suggest that the rate it has billed and

collected "does not yet exist" (p.ll).

16. There is a very simple arrangement, routinely

employed by the Commission, to allow exercise of its jurisdiction

while permitting the future use of data as it becomes available.

At any moment in time, the maximum lawful rate should be that

calculated from publically available current information. This

provides a structure conducive to simple resolutions and to
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private settlements, principal goals of the Pole Act and the

Commission's rules. ~,TeleprompterCorp. v. General

Telephone of the Southwest, 49 R.R.2d 1501, PA 80-0016, Mimeo

1985 at ~ 11 (July 14, 1981), rev. denied, Mimeo 33920 (Oct. 24,

1983). Thus, the present $4.87 rate must be judged against the

data Duke itself has relied upon for justification (year end

1989, employed for its December 1990 billing).

17. After the Commission reaches judgment, Duke is

free to employ such datn as may become available this year to set

prospective rates without resort to the FCC. Teleprompter Corp.

v. New England Telephone & Telegraph Co., PA 79-0044, Mimeo

34556, p.3 n.3 (Apr. 18, 1984). If the data becomes available

pending FCC decision, Duke may still use it (within FCC formula)

for prospective rates. Tower Cablevision v. Kentucky Power Co.,

PA 79-0011, Mimeo 3601 (Sep. 29, 1981).

18. What Duke may not do is to claim a right of

retroactive adjustment which divests the FCC of jurisdiction: nor

may it claim that its rate may be justified by data which is not

available for ratemaking for the period at issue. To give it

that right would nullify the purposes of the Pole Act.

19. Duke also contends that no refunds are appropriate

because the overcharge is not "substantial." Complainants

consider Duke's overcharge each year to be substantial, even if

Duke does not. In any event, there has never been a rule that

utilities may violate the statutory maximum, but only a little.
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D. Maintenance

20. Complainants employed the Commission's precedent

and rule that maintenance expense was to be calculated by

dividing Account 593 by the sum of Accounts 364, 365 and 369. 2

F.C.C.Rcd. at 4402.

21. Duke claims that this formulation omits costs

associated with May 1989 tornadoes and with Hurricane Hugo booked

in subaccount 407.3.

22. Account 593 is the FERC account designated for

"the cost of labor, materials used and the expenses incurred in

the maintenance of overhead distribution line facilities, the

book cost of which is included in Account 364, Poles, Towers and

Fixtures, Account 365, Overhead Conductors and Devices, and

Account 369, Services." 18 C.F.R. Part 101 S 593. It relates

expenses directly related to the pole at issues. The Commission

has repeatedly held that Account 593 most closely approximates a

utility's true maintenance expense.~/ The Commission also seeks

1/ Teleprompter Corp. v. Tampa Electric Co., 50 R.R.2d 969
(1981), recon. denied, PA-81-0041, Mimeo 6683 at , 12 (Sep.
26, 1983) (Account 583); Accord, Teleprompter Corp. v.
Florida Power & Light Co., PA-81-0017, FCC 83-562, Mimeo
34089 at , 14 (Dec. 5, 1983) (Accounts 588, 589, 590).
Teleprompter Corp. v. Alabama Power Co., PA-81-0014, Mimeo
001808 at , 15 (June 29, 1981) (Account 590), aff'd, Mimeo
33976 at , 7 (Nov. 3, 1983); Warner Amex Cable
Communications, Inc. v. Florida Power & Light Co.,
PA-82-0016, Mimeo 4414 at , 12 (June 8, 1982) (Accounts

[Footnote cont'd.]
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to avoid using subaccount data, to avoid reliance on

nonverifiable internal records and to avoid unnecessary

complexity.1/

23. No one doubts that cable systems and utilities

suffered damage from tornadoes and from Hurricane Hugo. Duke

claims that SCPSC authorized the capitalization of $50 million

and the expensing of $23 million over five years through account

407.3. Duke presents no order of the SCPSC, nor the page from

its FERC showing AIC 407, nor internal accounts to verify the sub

account data, nor evidence that Subaccount 407.3 relates to poles

[Footnote cont'd.]

588,590) aff'd., Mimeo 34089 (Dec. 5, 1983); Teleprompter
Corp. v. Florida Power & Light Co., PA-81-0017, Mimeo 2095
at , 8 (July 14, 1981) (Accounts 588, 598), aff'd., 54
R.R.2d 1391 (1983); Continental Cablevision of New
Hampshire, Inc. v. Public Service Co. of New Hampshire,
PA-81-0046, Mimeo 3249 at , 11 n.8 (Apr. 9, 1982) (Accounts
588, 589, 590); Panhandle TV and Cable Company Inc. v.
Potomac Edison Co., PA-83-0019, Mimeo 5979 at , 11 (Aug. 15,
1984); Texas Cablevision Co., v. Southwestern Electric Power
Co., PA-84-0007, Mimeo 2747 at , 10 (Feb. 26, 1985) (Account
590); Continental Cablevision of New Hampshire, Inc., v.
Concord Electric Co., PA-82-0074, Mimeo 5536 at , 13 (July
3, 1985) (Account 583); Liberty TV Cable, Inc. v. Gulf
States Utilities Co., 49 R.R.2d 843 (1981). Warner Amex
Cable Communications, Inc. v. Southwestern Electric Power
Co., PA-82-0017, Mimeo 2718 at , 8 (Mar. 12, 1982), rev.
denied, FCC 84-655 (Jan. 7, 1985) (Account 590).

1/ Warner Amex Cable Communications, Inc. v. Arkansas Power &
Light Co., PA-82-0019, Mimeo 100 at , 13 (Oct. 11, 1983).
S. Rep. 95-580, 95th Congo 1st Sess. at 20. ("[T]here may
be some difficulty in determining the components of "actual"
capital costs. As to some of these factors, the Committee
expects that the Commission will have to make its best
estimate of some of the less readily identifiable actual
capital costs.")
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rather than to Duke's other plant. Its Annual Report to

Shareholders presents a different picture. In it, Duke states

that together the NC and SC PSC's authorized only $44 million in

capitalization (to be depreciated over 30 years) and $23 million

of Hugo and tornado costs to be expensed over 5 years. (Exhibit

C, p. 37.) It reports that plant maintenance expenses actually

declined from 1988 to 1989 (Exhibit c, p. 23), and that "Earnings

were not significantly affected by Hurricane Hugo or a series of

tornadoes that struck the service area in May." (Exhibit c, p.

2). Duke's allegations are therefore neither substantiated nor

consistent with its Annual Report. There is insufficient

evidence in the record to accept the naked assertions by Duke.

24. If credence is given to Duke's unsupported

figures, it may not be added to Duke's "gross" calculations.

Account 407 (and its companion Account 182) are designed to

recover "extraordinary losses on property . which are not

provided for by the accumulated provisions for depreciation or

amortization." 18 C.F.R. S 101.182, 101.407. Duke's insistence

on "gross" calculations -- in which capital recovery of

distribution plant investment is effectively ignored is

fundamentally inconsistent with its insistence that extraordinary

capital recovery charges be allowed yet ordinary capital recovery

charges are ignored. Duke cannot have it both ways.
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25. If the Commission gives credence to Duke's

allegations concerning AIC 407.3, it may use a maintenence

expense figure of $48,985,761 plus $1,743,584; but only if the

Commission adheres to "net" calculations which reflect all

aspects of capital recovery, including makeready. The result

would be an additional 0.27 points in net maintenance costs

($48,985,761 + $1,743,584 denominator shown in Complaint

Exhibit A, Sch. 2), for a "maintenance" carrying charge of 7.76%.

The result is a net increase of pole rental of 3 cents, for a

final result of $4.22.

E. Complainants have Properly Calculated Taxes

26. Complainants calculated the tax component of the

carrying charge using the Commission's accepted formula,

comparing accrued total taxes with total utility plant.

27. Duke wishes to increase the tax component by

comparing accrued total taxes solely to electric plant. It does

not contend that no taxes are paid on its water or transit

businesses, nor is there any support for its claim that Duke's

formulation "more closely approximates" the right figure. Duke

advances no reason why the FCC methodology is an inaccurate means

for stating tax accruals, nor any evidence that Duke's situation

is "unique" compared with any other multi-service utility which

has had its rates calculated under Commission formula.
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28. The Commission has explained many times the basis

for its computation. See,~, American Television &

Communications Corp. v. Northern States Power Co., PA-82-0069,

Mimeo 6627 at ~10 (Sep. 22, 1983): Group W Cable, Inc. v.

Interstate Power Co., PA-80-0070, Mimeo 3118 at ~14 (March 27,

1984), ~. denied, FCC 84-439, Mimeo 35089 (Sep. 20, 1984).

Duke has offered no substantial basis for departing from this

methodology.

F. No Change Is Required in ADIT Computations

29. Duke claims that its ADIT may be better

approximated by using publicly reported ADIT figures breaking out

electric-only ADIT (numerator) and electric only investment

(denominator) from water and transit accounts. Duke has not

presented the underlying FERC Form 1 either to TeleCable or to

the Commission. Even if the Commission chooses to waive the

prerequisite filing using Duke's more refined ADIT calculation,

the net result is an additional 2 cents in the pole rate.

G. No Greater Description of Settlement
Procedures Is Required

30. Duke suggests that Cencom failed to contact it

prior to filing Complaint.

31. TeleCable took the lead in private negotiations

which revealed differences too great to be resolved privately.
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Duke's personnel stated that no reduction would be made for any

operator without FCC order. Duke's pleadings make its

recalcitrance quite clear.

32. The Commission has long held that settlement

efforts are not required if the differences between the parties

are vast. ~, Teleprompter Corp. v. Northwestern Bell Tel,

Co., 49 R.R.2d 557, PA 79-0043, Mimeo 00345 (Apr. 21, 19B1).

Under the circumstances, Cencom was not required to have the

undersigned lawyer (employed jointly with TeleCable) to be shown

the door once again at Duke's offices.

CONCLUSION

There is no basis for the Answer to depart from the

$4.19 rate requested in the Complaint. If any credence is given

to Duke's "Hugo" contentions, the rate would increase only to

$4.22.

Respectfully submitted,

CENCOM CABLE INCOME PARTNERS, II, L.P.
CENCOM CABLE ENTERTAINMENT, INC., and
CENCOM CABLE TELEVISION, INC.

B~ C ____
Paul GUst

COLE, RAYW I D & BRAVERMAN
1919 Pennsylvania Avenue, N.W.
Washington, D.C. 20006
(202) 659-9750

Its Attorney

Dated: March 6, 1991
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To Our Shareholders:

1D 1989 Duke Power:
- met Hurricane HUIO

head-on;
- impl'U'lle'd c:aminiS:
- ~xpanded its related. di-

~rsir.ed bugnesses:
- prtplll"ed iuelf for the

challenges ahead in the
1990s.

HUrTicant H IliO
In onr ni£,h\ ofhH). Hur

ricane Hugo wra..:k.ed the
Compa.ny's s.er.'iet area, de·
stroyini mu\,h ora distribu
tion systenl that too).. the
bet1~T pan of 80 ~ to
build Intmuptmg 5e1\;C'e \0

more than 40 peTC'tnt of
Dukc.> ~~(s C\JstOr.'l~~

the storm sp.a~kcd the most
massive clean-up and repair
efion In Company hi!itOTY.

Duke Pota.-er crelo\") tx-gan
their r-epair efforts ,hl" mOTTl·

ing of September 12, even
before the Storm winds hJd
fully abated Q\er tht· nnt
fC"4' days... additional crews
from as far .....-ay as ~~ Jer-
sey. indiana. Mi!'-Sissippi and Florida
joined our e1fon to restor-e ~r to
nearly 700,co) cus-tomITS. Alm\lSl 9,(00
-.onm lJltimately workca on the storm
~oer:' eifort.

oYcr the next two-and-a-half ween.
these ~rl::m labored up to It hoon. a
day to rebuild Dult POVo'tr's distribution
system, The size of the~ was unpro:.'t
dented: Lhe dispatch \/lith ",'bieh thr~
was compleled unden..:ored Duke Pl..Jw.
er's rommitment to OUT customm. Duke
~r. its supphe~ and its C'ontrac1o~ did
not rest until e-.~. cu~omer's~ was
restored

AI the same time, our CU51.0mer:. re
sponded to the hardship. discuT".ifon and
incon\ICnienct \l.ith g.real concern un,

AJllOm S LH

S\Ioer.·iog suppon and 1ie:a.r1-.2rming good
humor.
H~' Duke~. jt~ empl~ees aDd its

('US1om~ met the c:ha.lle~ posed by
HumI....neHlJ&O ii the wb;o.'"t ofa sperial
!leC'tion beginning on P&If 14.

Earnines Impror.-e
Earnings for 1989 were '513 a share..

up fron: S4.9! a share 1Il 1988
V.'hile total~tt -hour sal~ rose just

one perc:nL saJ:-s billed 10 commerQal
and indlJ~ CUSlornm~ healthy, in
cre.asiXli rOll; percen t • nod thre:c peJ't'eDl

respecU\'ely Sales billed to residential
C\lSl.Omm rose just under one percent.

FollCN-ini a Nonh Carobna Utilities
Commissior. order redOOI1i the Compe
n) '5~ muM"! on equiTl \0 13.2 peT'

Cl'Il!. 1989 eaminp ~
~r!id b)' II cents per
Ibart.
Eami~ were DOt 1iJnUt

caml) affec1ed by Hurricane
Huao or a Ieries of
tornadoes that snack the
..-viet ca in Ma~·. A
broader disl-usion m1bt
C.ompany·, eamiDp is in
d~ el~re ill Chis
repon.

E~ftUldiDg

Op~rtunities
Duke ~ and ns

affilii1es Cof)ed ne'V>' putnrr
ships in 1989 in funher'
e1rons to~Iop non-utility
opponunitie!..

Dule Power and fluor
Corporation oI'lrvinc, Calif..
enLm:d into a partnmhip 10
C'T'Calt Duke(F1uor Danie~

whic'h .'ilI pI"O\ide a full
r&n&e ci services for ooaJ.
fired projects LO eltctric utili
ties. indepel'lCknt~ pr0

ducers.. c::oarDenIlOrl aDd
industrial power producen.

The neov.. pertnC!'!ohip triogs s.o,ether
Dukt ~r's pet'SpeC'tivt and upel1iie
as a premier coaJ-plant deii~ and oper
ator ~;th the v.orid-wide resources and
experieDCt of the DI1ion's~ enP
neeriTl& and const.ruetion finn,

Ne'vr ordm for basekIad plants in the
Uni~ St11e5 are estimated to rnch
:!.,OCXJ megawatts ",ithin fi~~ CcaJ·
fired plan15 art npea.ed to pl"O'tidr UI' 10
one-thirti of this capacity. aDd Duke/
fluor Dani~1 will be a WOni competitor
for a major j)Onion or this busins.

\Vrole Duke/Floor DanieJ ~ill ocmcen
uaIt on seT'\iTli the coaI-fll'~ !eCtOrofthe
industT):, DUke Engineerini &: Servia:s.
Inc., ~r affifuue fonned in 1987, wiD
continue \0 fOC\l5 on nuclear. hydro, aDd



tnrsmimtl and disttibutiOD JeMces.
I.t! June, Dukr~ and rOUT Olber

companies announced the forrn.ation d
Louisiana EDtrJj Semces to d~lop by
1996 W 6.rst privatel) ~'ned unn.ium
mrichment facili f)' in \he linited S'ta1a
By usina prcMn ps ccntrifuae leChnol
01)', the Oaibome Parish, La., plant iD
lench \0 pru.ide a dOIDCSlK: alternative to
tJy fedeTlll~ment's u1'2nium enrich
meet~ Enrichment is one of IC"¥

e~ Sleps nec:essar; \0 prepare umUum
for U!Ie as nuclear fueL It historically Ie
counu (or -rout .c pel'O:nt of nuclear
fuel casu.

Subsldiar)' To Be Sold
(n Oa.obeT, D\lke Power offered for sale

MiD-~ Supply Corcpan), its elec1ri
c:aJ equipment and high-tech electronic
controls supply su'tSdiMY. Min-p~
9ot5 formed in J910 at the specific direc·
tion of Compe.n) founder James Bu
c:h.ar.a.n Duke.. so the derision ~'aS not an
eBS) one MiL-~'s Operatilli results.
b~, are DOt material to consolida1ed
earninp and ha~ DO prospect for becom·
ina so ",ithout a far gnater commitment
of ~ement and financial resourc::es
1ha.1'1 the Company could justify Our in·
teDt is to sell the entire subsidiary as an
operating busin~ which we beli~oIe is

advantaieous 10 MilI·Power empJ~
and Dl.Ile~sha.reholde~

T~'IJ'd Greater
International Vndet'su.ndmi

A hiih point of 1989 was the fo!'1nation
of the Worid Association of~uc\ear Ope.
rators (WA~), an intemation.a1 organi·
Dtion dedica1ed to fun.hering nuclear
plant safety and reliabilny.

Ultimatel). operators ofmore tharl 400
nuclear~r stations arou nd the \JoQrid
will be linked b) computer \0 shan and
clissemirwe operatiIli information, k$
IOns about significant events and leChni·
cal assistance. Pe~nnel from nuclear
plants in the United States, Cut.., Eu·
rope, the Far Eas1 and the Soo.iet V nion
hB~ al.read~' beaun a series of technical
oeha. visits ~ pan of the almmit.
ment to shared safe!)' expertise.

1"M silnificance of WA""K) lies in its
membership's inttrdependencx. Tran·
nndins pofuica.l and inter'nationaJ
boundaries., WAND members indude
~f)' ""'neT/operator of an electricit1I,

produclni reactor throu&hoot the """rid.
~ tha.t the safet} d each nu
dear sation is important 10 an. VoOrid·
wide W.a.NO members ha-..e launched •
que1t for eACClIeoct throu&J1 c:ooper·
ariOD.

Clean All' LePlatioa
"'ill A.ffeel ow..e PaMr

Ane~ issue tha1 wiD affect Duke
~ ill the future is the Oean Air Act
pro~ put forth b)' Presideni Bush's
Administration ill 1989. Ai cumntly
drafted. the act's pl"Olo'isions u:nWrIy pe
ulizt Duke~~ drnyiQi the Com
pan) cred.i t for havina al!"Cfidy reduced
emission levels to~ thel~ in the
indUSL,. The act as drafted would su~

stantiJJl) and unD~I> increax the
cost of electriciry ,enerated by the
Company.

Dule~fhas actiYery contributed to
the quest for a deanc1 eovironment
through the use of J"",,·sulfur coal ill our
~·fueled ptants and has emphasized
II IX:c:a.r pcM'ef and eflk-ienC) i0 cnaJ·flTCd
ae-nen.tion to keep OUf air clean. We bz,.oe
asked ILe') customers., our ~holden
and emi>lo~ 10 e~ their viev.'S
about a fair effecti\lt and efficient solu·
tion to the problem ofair po/.Jution,

Doag Bootb Retires
After 37~ of seMce, Dul.e P\::lwer

Pres)dem Douglas W Booth retired Au
lUst I. His ...is.dom, fairness and dedica
tion to Duke ~r have made it a real
pri \"utge to wori with him CJI.Ief the )o'CII'S.

We will miss him
DuriDi his career [);x)i was responsi·

ble fOf maDy substantia: a.ccompfuh.
ments., jDdud.i~ initiating the Compa·
ny's Load Mar.aaement Progra.rn and
orthestratinl the succes.sfuJ sale of par
nODS of the CauwbI Nuclear Statioll to
municipalities ande~ c:ooperati-.u.

In Juh, he~ elected I Dm:ctor Emer
itus of the Company.

We m sadOened by the death offonner
Boa.-d member Dr Naom: G. AlbaDeIe,
retired De.1n of the School ofHome Em
Domics 11 the Uni~t)' of North Car0
lina at Greensboro Joining the Boan:l ill
J9/5, Dr. AlhanMe brou~: an imponant
perspective on the empl~' role in the
Company's~ until N:r retlI'eTDeI1t

in 1989.
We also will n:memher the 1eadeMip

aDd contnlluticm J""OYided by 10J11
Berry, v)ct pr5ident, Soutbc:n1 Division,
who died in March. Torn was I fta1 anD
muni~ 1eadc:r \It'bolt cnuJ'1Ie and viIiorl
insplred thousard of We PcMa' em
pJo)ees durini 8 c:ar= IlUniDa 3J )em.
We will m.isI him.

~Totbe'9Ol
1989 ..-as I su.ccessfu.I )ar in man)'

~ We made prosr!SS in buildina our
eoo-utilit)' bus;~ boosted iDcome
and ~Ded the ComJUY for tbe
~ ahead. Sinct 1986, the Complll)'
incre:a!ied pc:r-shan: earninp and iu divi
dend "bile redo::ina I"l1eS 10 our aaom
en three t:im5

These acoomplishrnenu are putlcu·
la.rIy signibrlt ill liibt ri the ebalJar
Duke PtJ,l,er "'ill fact ill~ 1990s. Issues
such as the inC'T"eaSin& competition from
ps companies., municipali ties aDd c0
ops; the Public Utilities Hoidini Com·
pan) Act and the limitations it places OIl

Duke ~ and its subsidiaries; in
C'1Used en...ironmentaJ prot.eetioc~
~ and future~ needs are con
stantly under review by Company
tnan.a&e menl These forces are n:sba;rina
the face ofthe d~c utiliry iDdusu)', and
Duke~ is aD~rin& b>' becomm, a
more CUS1omer-dr'iven, CXlSl-dfecti~ and
re:spoDsiYe company.

Du1.e~empl~ are~.
ing in this effort with enthusiasm and
commitment, real.izini tha1 eh.ln,e is not
only ine"\itabk, but necessar; if Duke
~ is to~ in the '9lh Their per
formance during 1989, and particu1art)'
duri.ni the straW! da~ follow.ina Hurri·
cane HU80, ii in the best tradition of
Me~ and sipls their readiness
for the decade ahead

M aJ\l4l)~ ~ pe8l1y~ the in
tms'! and support lhareholdm baYe
sbCM'n throuahout the)Uf. An informed,
supportive or;wnen.l1ij:l is the foundation
on which success is built.

\\lltia111 S. Lee
CMlrma" Dnd fusiMm


